SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands)

REVENUES:

Advertising revenues, net of agency commis-
sions of $1,600, $6,738, $10,011, $4,436
and $5,100, respectively .................

Revenues realized from barter arrangements
(Note 1) ... e

Net broadcastrevenues .................

OPERATING EXPENSES:
Program and production (Note 1) ...........
Selling, general and administrative ..........
Amortization of program contract costs and net
realizable value adjustments .............
Depreciation and amortization of property and
equipment ................ ..
Amortization of acquired intangible broadcast-
ing assets and other assets (Notes 1 and
1) e e e
Special bonuses to be paid to executive of-
ficers (Note 14) ..................... ...,

Broadcast operating income .............

OTHER INCOME (EXPENSE):
Interest expense (Notes 3, 4, 8 and 11) .....
interestincome ...................cevvnnnn
Otherincome (Note 12) ...................

INCOME (LOSS) BEFORE (PROVISION) BEN-
EFIT FOR INCOME TAXES ...............

(PROVISION) BENEFIT FOR INCOME TAXES
INOE® 7) <ot eeaeeee e,

NET INCOME (LOSS) BEFORE EXTRAORDI-
NARYITEM ...........oiiiiiiiiininnn

EXTRAORDINARY ITEM — GAIN ON
PURCHASE OF WARRANTS (Note 3) ......

NET INCOME (LOSS) ...........ccovvnnnnn

Three Months
Ended Years Ended Six Months
December 31, December 31, Ended June 30,
19% w1 192 19z 1983
(Unaudited)
$ 9,181 $39,698 $58,544 $26,484 $30,180
1,024 5660 8805 _ 4286 _ 4,406
10,205 45358 67,349 30,770 34,586
3,488 13,380 17,454 8,518 8,921
2,960 11,807 13,663 5,983 5,778
1,186 9,711 16,288 7,084 4,889
332 2,051 2,654 1,352 1,207
237 6,316 11,978 6,431 5,761
- - - — 10,000
8,213 43,265 62,037 29,338 36,556
1992 2093 5312 _ 1432 _ (1970
(1,402) (8,898) (12,997) (6,620) (5,783)
94 481 1,117 573 545
56 101 90 52 861
(1,252) _(8,333) (11,790) _ (5995 _ (4,377
740 (6,240) (6,478) (4,563) (6,347)
{288) 1,580 1,188 837 880
452 (4,660) (5,289) (3,726) (5,467)
198

$ 452 $(400030289 3Q.729

Theé accompanying notes are an integral part of these consolidated statements.
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SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(Note 1)
(in thousands)

Aetained
Addhtional Earnings Total
Common Pald-In (Accumuiated  Stockholiders’
Stock Capitai Deficit) Equity
BALANCE, September 30,1990 .............. $7 $ 132 $ 1,017 $ 1,156
Netincome .....................ccooon = - 452 452
BALANCE, December 31,1980 .............. 7 132 1,469 1,608
Netloss .............cooiiiiiiiiininnien. = — (4,660) (4,660)
BALANCE, December 31, 1991 .............. 7 132 (3,191) (3,052)
Realization of deferred gain ................ - 4,576 - 4,576
Netloss ................cooiiiiiiininn, = - (5,289) (5.289)
BALANCE, December 31, 1992 .............. 7 4,708 (8,480) (3,768)
Realization of deferred gain ................ - 25 - 25
NetlosS.......ooovvii it = - (5,269) (5,269)
BALANCE, June 30,1993 ................... $7 $4,733 $(13,749) $(9,009)

The accompanying notes are an integral part of these consolidated statements.
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SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
{in thousands)

Three Months
Ended Years Ended Six Months Ended
December 31, December 31, June 30,
1990 1991 1992 1992 1993

(Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES:
Netincome (1088) ...........covveerennn.. $ 452 $(4,660) $ (5,289) $(3,726) $(5.269)
Adjustments to reconcile net income (loss) to
net cash flows from operating activities-
Amortization of program contract costs and

net realizable value adjustments ........ 1,196 9,711 16,288 7,084 4,889
Depreciation and amortization of property
and equipment ....................... 332 2,051 2,654 1,352 1,207
. Amortization of acquired intangible broad-
casting assets and other assets ........ 237 6,316 11,978 6,431 5,761
Realization of deferred gain .............. (117 (21) (105) (52) (54)
Amortization of debt discount ............ - 610 2,096 916 1,035
Gain on life insurance proceeds .......... - - - - (844)
Gain on purchase of warrants ............ - - - - (198)

Changes in assets and liabilities, net of effects
of acquisitions and dispositions-
(Increase) decrease in accounts receivable,

37 (773) (4,800) (3,831) 473 2,181
(Increase) decrease in refundable income

L€ J (266) (670) (822) (813) 226
(Increase) decrease in prepaid expenses

and other current assets ............... (780) (2,837) (2,939) (679) 1,912
(Increases) decrease in deferred tax asset . - (390) (300) - 700

{Increase) decrease in other assets and ac-

quired intangible broadcasting assets ... (740) (5,144) 2,601 - (1,424)
increase (decrease) in accounts payable and

accrued liabilities ..................... 3,188 2,932 (5,873) (6,928) 727
increase in special bonuses to be paid to

executiveofficers ..................... - - - - 10,000
(Decrease) increase in income taxes pay-

able ..........ciiiiiii i (16) 257 (172) (358) (186)
Decrease in deferred taxes payable ...... (80) (756) (306) (149)  (1,450)
Net sffect of change in deferred barter reve-

nues and change in deferred barter costs 124 (175) (318) - (3)
Payments on program contracts payable ..  (1,171) _(4,688) (10427) _(4619) _(3.941)
Net cash flows from operating activities ... $1,586 $(2,264) $§ 5235 $(1,088) $13,815

The accompanying notes are an integral part of these consolidated statements.
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SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Three Months
Ended Years Ended Six Months Ended
December 31, December 31, June 30,
19%0 11 1.z 1982 1993
(Unaudited)
NET CASH FLOWS FROM OPERATING ACTIVI-
TIBS ot e e $1.586 $ (2.264)$ 5235 $(1,068) $13,815
CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of property and equipment ......... - {1,730) (426) (194) (95)
Loans to officers and affiliates, net of noncash ‘
itemof $1,496iN 1991 ..................... (70) (653)  (809) (699) (123)
Repayments of loans to officers and affiliates .. 231 109 184 15 102
Acquisition of WPGH, Inc. .................... - (55,000) - - -
Proceeds from life insurance benefits .......... - - — — 1,075
Net cash flows from investing activities ...... 161 (57,274) _(1,051) (878) 959
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from notes payable and commercial
bank financing, net of noncash items of $15,008
and $3,061 in 1990 and 1991, respectively . .. 4,549 77,258 25,037 8,036 3,150
Issuance of warrants .................cenvnns - 11,606 - - -
Purchaseofwarrants ........................ ’ - - - - (1,350)
Repayments of notes payabie, commercial bank
financing and capital leases ................ (2,844) (30,641) (23,891) (1,567) (17,154)
Repayments of notes and capital leases payable
toaffiliates.........................olL _(50) (1,068) (4,887) _(4,780) (128)
Net cash flows from financing activities ...... 1,655 57,156 (3,741) (1,688) (15,482
Net increase (decrease) in cash and cash
equivalents .......... ... il 3,402 (2,383) 443 (257) (708)
CASH AND CASH EQUIVALENTS, beginning of
PO ... ..ttt e e e e 361 3,763 1,380 _ 1,380 1,823
CASH AND CASH EQUIVALENTS, endof period. $3,763 $ 13808 1823 $1123 § 1,115
SUPPLEMENTAL DISCLOSURE OF CASH PAID
FOR:
Interest .........ccoiiiiiiiiii e $ 34 § 5,604 $13,192 $7357 $ 4,592
INCOMOtAX®S ...........ccinvvvnnnrinnnnnnn. $ 415 §$ 362 489 $ 81 $ 535

The accompanying notes are an integral part of these consolidated statements.
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SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 1990, 1991 AND 1992, JUNE 30, 1992 (UNAUDITED) AND 1993

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Basis of Presentation

The accompanying consolidated financial statements, prepared on the accrual basis of accounting,
include the accounts of Sinclair Broadcast Group, Inc. (SBG), Commercial Radio Institute, inc. (CRI),
Chesapeake Television, Inc. (WBFF), WPGH, Inc. (WPGH) and WTTE Channel 28, Inc. (WTTE) and
all other subsidiaries. Through August 1993, CRI was a wholly-owned subsidiary of SBG, and WBFF,
WPGH and WTTE are wholly-owned subsidiaries of CRI. In September 1993, CRI was merged into
SBG.

On September 30, 1990, SBG issued notes payabie to former SBG majority owners in the aggre-
gate amount of $14,215,000 in consideration of stock redemptions. Through the notes, the former
majority owners have subordinated security interests in all of the assets of the Companies. The notes
include stated interest rates of 8.75%, although the effective interest rate approximates 9.4%, and are
personally guaranteed by the current stockholders of SBG. As of December 31, 1991 and 1992, SBG
had prepaid approximately $689,000 and $489,000 of the reiated interest. The notes are due May 31,
2005. The stock redemption was accounted for under the “push-down" method of accounting, as
substantially all of the common stock of SBG became owned by a management controi group through
the above-described redemption of approximately 73% of SBG's common stock and the transaction
described below. The purchase price was allocated based upon the fair value of the assets andg liabil-
ities of the Company and resulted in additional recorded acquired intangible broadcasting assets of
$13,759,000.

The accompanying financial statements refiect the results of operations of SBG and subsidiaries
since the redemption date of September 30, 1990, reflecting a new basis of accounting as a result of
the application of “push-down” accounting. information prior to September 30, 1990, represent the
financial resuits of the “predecessor”’ of SBG and subsidiaries. The companies mentioned above, as
well as the predecessor, which are collectively referred to hereafter as “the Company or Companies",
own and operate television stations in Baltimore, Maryland; Pittsburgh, Pennsyivania; and Columbus,
Ohio.

Principles of Consolidation

All significant intercompany transactions and account balances have been eliminated in consolida-
tion.

Cash and Cash Equivelents
Cash and cash equivalents consist of cash and overnight investments at a commercial bank.

Programming

The Companies have agreements with distributors for the rights to television programming over
contract periods which generally run from one to seven years. Contract payments are made in instali-
ments over terms that are generally shorter than the contract period. Each contract is recorded as a
liability when the license period begins and the program is available for its first showing. The portion of
the program contracts payable due within one year is reflected as a current liability in the accompany-
ing consolidatéd financial statements.

The rights to program materiais are reflected in the accompanying consolidated balance sheets at
the lower of unamortized cost or estimated net realizable vaiue. Estimated net reslizable vaiues are
based upon management's expectation of future advertising revenues to be generated by the program
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material. Amortization of program contract costs is generally computed under either the straight-fine
method based on license period or based on usage, whichever yields the greater amortization for each
program. Program contract costs to be amortized in the succeeding year are classified as current

assets.

Amortization expense and net realizable value adjustments were $1,196,000, $9,711,000 and
$16,288,000 for the three months ended December 31, 1980, and the years ended December 31, 1991
and 1992, respectively, and $5,084,000 and $4,888,000 for the six months ended June 30, 1992 and
1993, respectively. Due to programming commitments entered into in 1992, certain program contracts
acquired in connection with the WPGH acquisition were subsequently determined to have no value to
the Companies. Approximately $3,000,000 of charges were included in amortization of program con-
tract costs and net realizable value adjustments during 1992 related to these contracts.

WBFF, WTTE and WPGH are affiliated with the Fox Broadcasting Company (Fox). Under the
affiliation agreements and subsequent renewais, WBFF, WTTE and WPGH are committed to make
available certain time periods for Fox programming through October 15, 1998, in exchange for adver-
tising air time and other defined compensation. Net revenues related to these affiliation agresments
were approximately $1,411,000, $6,348,000, $10,688,000, $4,450,000 and $6,032,000, respectively,
during the three months ended December 31, 1990, the years ended December 31, 1991 and 1992,
and during the six months ended June 30, 1992 and 1993,

Barter Arrangements

The Companies broadcast certain customers’ advertising in exchange for equipment, merchandise
and services. The estimated fair value of the equipment, merchandise or services to be received is
recorded as deferred barter costs and the corresponding obligation to broadcast advertising is recorded
as deferred barter revenues. The deferred barter costs are expensed or capitalized as they are used,
consumed or received. Deferred barter revenues are recognized as the related advertising is aired.

Certain program contracts provide for the exchange of advertising air time in lieu of cash payments
for the rights to such programming. These contracts are recorded as the programs are aired at the
estimated fair value of the advertising air time given in exchange for the program rights.

Other Assets

Other assets primarily refate to the $6,000,000 term note, prepaid noncompete agreements and
deferred financing costs (see Note 11).

Acquired Intangible Broadcasting Assets

Acquired intangible broadcasting assets are being amortized over periods of 3 to 40 years. These
amounts resuit from the acquisition of minority imerests in 1908 and the stock redemptions in 1988 and
1990 (see Note-11), as well as the acquisition of WPGH (see Note 13). The weighted average life of the
related assets which include goodwill and the WPGH FCC license, decaying advertising base, Fox
affiliation agreement and other intangible assets is approximately 9 years.

Interim Financial Statements

The consolidated financial statements for the six months ended June 30, 1902 are unaudited, but
in the opinion of management, such financial statements have been presented on the same basis as
the audited financial statements &nd include ail adjustments, consisting only of normal recurring adjust-
ments necessary for a fair presentation of the financial position and results of operations for that period.



2. PROPERTY AND EQUIPMENT:

Property and equipment are stated at cost, less accumulated depreciation. Depreciation is com-
puted under the straight-line method over the following estimated useful lives:

Buildings and improvements ................. 10 — 35 years
Station equipment ................... e 5 — 10 years
Office furniture and equipment ............... 5 — 10 years
Leasehold improvements .................... 10 — 31 years
Automotive equipment ...................... 3 — Syears
Property and equipment under capital lease ... Shorter of 10 years

or the lease term

Property and equipment consists of the following as of December 31, 1991 and 1992 and June 30,
1993 (in thousands):

- December 31, June 30,

1991 1992 1983
Land and improvements ................ $ 578 $ 578 $ &78
Buildings and improvements ............ 2,993 2,993 2,993
Leasehold improvements ............... 2,128 2,139 2,164
Station equipment ..................... 8,173 8,455 8,329
Office furniture and equipment .......... 1,422 1,500 1,608
Automotive equipment .. ................ 311 307 307

Property, equipment and autos under capi-

talleases ........................... __7,631 7,672 7,672
23,236 23,644 23,651

Less—Accumulated depreciation and am-
ortization ................cooieiiiit, 7,284 9,918 11,099

$15952 $13,726 $12,552

3. NOTES PAYABLE AND COMMERCIAL BANK FINANCING:

In order to obtain the necessary financing to purchase WPGH, CRI refinanced its previously exist-
ing $25,000,000 term note on August 30, 1991. The resulting $95,000,000 secured debt facility con-
sists of $80,000,000 in term loans with annual reductions in equal quarterly instaliments which began
on September 30, 1992. The $80,000,000 term loan consists of two tranches which are payable over
73 to 76 months and includes a $57,000,000 interest rate hedging provision. The lenders have aiso
made avaitable a $15,000,000 senior secured revoiving line of credit. A portion of this facility was
restricted in use to service certain obligations to previous minority stockholders as described in Note 11.
Under these loan agreements, the Company is restricted from declaring or paying dividends. As dis-
cussed in Note 14, additional restrictions have been applied subsequent to June 30, 1993.

CRI has the option to elect interest rates among various base rates plus certain percentages over
the base rate, which fluctuate depending upon operating cash flows. The agreement imposes various
restrictions and covenants on the Companies including certain restrictions as to dispositions and pur-
chases of assets, dispositions and purchases of businesses, additional indebtedness, guarantees of
indebtedness, issuance or redemptions of common stock, additional loans to affiilates and the mainte-
nance of certain financial ratios and cash flow requirements. An avallabiiity fee of 1/2% per annum on
any unborrowed committed amount is payable quarterly. Additionally, a prepayment fee exists within
the first 36 months for any permanent reduction in the total commitment.

Average interest rates incurred under the term loan during 1991, 1992 and the six months ended
June 30, 1992 and 1993 were 10.2%, 9.5%, 9.8% and 9.3%, respectively. Effective interest rates,
inciuding the amortization of debt discount and deferred financing costs were 13.8%, 13.1%, 13.3%
and 13.6%, respectively.
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For the revolver portion of the secured debt facility, average borrowings and the highest borrow-
ings outstanding were approximately $2,000,000 and $3,000,000 during 1991, $10,000,000 and
$13,000,000 during 1992, $10,000,000 and $12,000,000 during the six months ended June 30, 1992,
and $8,100,000 and $13,000,000 during the six months ended June 30, 1993, respectively. The aver-
age interest rate and highest interest rate were 9.5% and 10.0% during 1991, 7.4% and 8.5% during
1992, 7.6% and 8.5% during the six months ended June 30, 1992, and 6.3% and 8.0% during the six
manths ended June 30, 1993, respectively.

Under the previous secured revolving credit facility, average borrowings and the highest borrow-
ings outstanding were $500,000 and $2,500,000 during 1991. The average interest rate and highest
interest rate during 1991 were 9.1% and 9.6%.

In conjunction with the refinancing discussed above, CRI aiso entered into a warrant agreement
with the bank. The warrants were valued at $11,607,000 in accordance with an independent appraisal
and were recorded as warrants outstanding with a corresponding reduction to the face amount of the
commercial bank financing. The warrant value is being amortized as debt discount expense over the
term ot the debt. Amortization of debt discount expense was $610, $2,096, $916 and $1,035 for the
years ended December 31, 1991 and 1992 and the six months ended June 30, 1982 and 1993.

This agreement provided the bank an option to convert the warrants to 15% of the issued and
outstanding shares of common stock of WPGH at the occurrence of certain triggering events, or at the
expiration date of August 30, 200t. On June 15, 1983, the Company purchased 13.33% of the warrants
outstanding for $850,000. The difference between the carrying value of the warrants and the purchase
price, net of related expanses of $500,000, was recorded as an extraordinary gain.

The warrants were puttabie for cash based on predefined formulas after centain triggering events.
Triggering events for put rights of the warrants are defined as the earlier of September 30, 1993, the
date upon which the outstanding debt becomes due or is refinanced, a merger or consolidation of CRI
or WPGH, a sale, lease or other disposition of all or substantiaily all of the assets of CRI or WPGH or
their subsidiaries, any change in control or if it becomes legally burdensome to hold such warrants. The
warrants were callable after March 31, 1994.

The warrant agreement includes certain restrictions which prohibit WPGH from issuing any pre-
ferred stock or stock rights. Further, among other restrictive covenants, WPGH may not repurchase,
redeem or otherwise acquire any shares of common stock of any class, other than from present share-
hoiders. CRI may not incur, at any time, any indebtedness which in the aggregate is in excess of
$125,000,000. WPGH and its subsidiaries are restricted from incurring, at any time, any indebtedness
which, in the aggregate, is in excess of $58,500,000. The warrant holders aiso had the right to partic-
ipate in any sales of WPGH's stock on a pro-rata basie and share in the proceeds of certain asset or
stock sales subsequent to the redemption of the warrants.

In September 1983, the Company purchasad the remaining warrants outstanding for $9,000,000.
The carrying vaiue of these warrants as of June 30, 1983, was $10,059,000.
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Notes payable and commercial bank financing consisted of the following as of December 31, 1991
and 1992, and June 30, 1983 (in thousands):

December 31, ‘June 30,
1991 1992 1993

Secured debt facility payable to a commercial bank, interest

ranging among various base rates plus certain percent-
ages above thebaserate ........................... $80,000 $71,333  $66,331

Secured revolving credit facility payable to a commercial
bank, interest ranging among various base rates plus

certain percentages above the baserate .............. 1,000 13,000 5,500
Mortgages payable to various financial institutions, interest

ranging from 12% 10 15% ...........coii i ia 503 448 415
Unsecured instaliment notes to former minority stockhold-

ers of CRI and WBFF, interest ranging from 7% to 18% . 5,759 4,231 3,908

87,262 89,012 76,151

Less — Unamortized debt discount . .................. (10,996) _(8,900) (7,865)

76,266 80,112 68,286

Current POFtION ... . ..ottt e (7.608) (10,734 (10,813

$68,660 $69378 $57,473

Notes payable, as of June 30, 1993, mature as follows (in thousands):

1998 .. e e $ 5,384
1904 . e 10,879
1985 . e e 13,039
1998 ... e i 13,163
L 7 33,486
1998 ... i e 12
1998 and thereafter ......................... 188

$76,151

Substantially all of the Companies’ assets have been pledged as security for notes payable and
commercial bank financing. In addition, the stockhoiders have piedged their stock in SBG to the com-
mercial bank and have delivered mortgages and security agreements, as well as the $6,000,000 note
received from the sale of WPTT as described in Note 8 (heid by former SBG majority stockhoiders
effective March 1, 1893), as additional colisteral. Further, Cunningham Communications, Inc.
(Cunningham), Keyser investment Group, Inc. (Keyser), and Gersteil Development Limited Partnership
(Gersteii), ail businesees that are owned and controlled by the stockholders, wers required to guaran-
tes obligations to the commercial bank. Cunningham, Keyser, and Gerstell are landiords of the
Company’s operating subsidiaries. The guarantess of Cunningham, Keyser, and Gerstell are secured
by pledgee of substantially all of the assets of each corporation.

mommwmmmmmmmmmmmmmmm
nual payments of $702,000 through 1967. Should SBG exercise the right to prepay the notes, a pre-
payment penaity not to exceed $940,000 also becomes due to the notehoiders.
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4, NOTES AND CAPITAL LEASES PAYABLE TO AFFILIATES:

Notes and capital leases payable to affiliates, resulting from the transactions described in Notes 1,
8 and 11, consisted of the following as of December 31, 1991 and 1992, and June 30, 1993 (in

thousands):

D.COI'HDCP 31, June 30'
1991 1992 1993
Subordinated instaliment notes payable to former majority -
owners, interest at 8.75%, principatl payments in varying
amounts due annuaily beginning October 1991, with a
balloon payment due at maturity...................... $13,309  $13,117  $13,117
Notes payable to former officer as described in Note 11,
interest at 16% ............oiiiiii e 4,363 - -
Unsecured note payable to former officer, interast at prime ‘
rate plus 1% ..o i e 120 - -
Capital lease for building, interest rate 17.5% ............ 1,705 1,689 1,671
Capital leases for broadcasting tower facilities, interest rates
averaging 10% ..........coi it 1,672 1,476 1,366
21,169 16,282 16,154
Currentportion . ...ttt 4,888 320 354

$16,281 $15,962  $15,800

Notes and capital ieases payable to affiliates, as of June 30, 1993, mature as follows (in thou-
sands);

1998 e e $ 405
1984 .. e e 1,331
1988, e e e e e 1,365
1986, . ... i e e e 1,398
1997 e e 894
199B. ... e 672
1999 and thereafter ......................... 12,032
Total minimum payments due ................ 18,097

Less — Amount representing interest on capital
leases)....................... i, $ 1943
$16,154

5. PROGRAM CONTRACTS PAYABLE:

Future payments required under program contracts payable as of June 30, 1993, are as follows (in
thousands): : A

1988 .. i e $ 6,153
1984 .. i 8,604
1998 ......... e e 4,903

L . T 820
1L 72 21
1988 and thereafter ......................... 39
20,820

Less—Currentportion ....................... (11,821)
Long-term portion of program contracts payable . $ 9,200
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Included in the 1993 amounts are payments due in arrears of $1,746,000. in addition, the Compa-
nies have entered into noncancelable commitments for future program rights aggregating $14,700,000
as of June 30, 1993. As is consistent with prior years, program contracts payable and the assets
related to these commitments have not been recognized in the accompanying consolidated financial
statements as all of the conditions specified in the related license agreements have not been met.

6. LOANS TO OFFICERS AND AFFILIATES:

On September 30, 1990, SBG sold Channel 63, Inc. (WIIB) to certain SBG stockholders. The
proceeds of this saie of $1,500,000 consisted of a note which was amended and restated on June 30,
1992. The remaining principal balance at that date was approximately $1,459,000 and is payable in
equal principal and interest instaliments of $16,000 until September 2000, on which date a balloon
payment of approximately $431,000 is due. The note earns 6.88% annual interest.

Also during the three months ended December 31, 1990, the years ended December 31, 1991 and
1992, and the six months ended June 30, 1982 and 1983, the Companies loaned the SBG stockholders
an additional $70,000, $400,000, $809,000, $699,000 and $122,000, respectively. The 1982 and 1993
advances included $183,000 and $71,000 of accrued interest. The loans are payable to SBG on de-
mand and earn interest at rates ranging from prime plus 1% to 7.9%.

During 1990, WBFF sold certain station equipment to an affiliate for $512,000. The sale is ac-
counted for on an instaliment basis since the affiiate is in the start-up phase. The note is to be paid
over five years and earns annual interest at 11%. In connection with the start-up of this affiliate, the
Company loaned $3 miilion to certain SBG stockholders. This note is accruing interest at prime plus 1%
and requires quarterly principal repayments of the remaining balance over six years beginning May 1,
1994, As of June 30, 1993, the balance outstanding was approximately $2,493,000.

7. INCOME TAXES:

SBG, including its consolidated subsidiaries, flles consolidated federal income tax returns and
separate company state tax returns.

in February 1992, the Financial Accounting Standards Board issued Statement of Financial Ac-
counting Standards No. 109, “Accounting for Income Taxes". The Company retroactively adopted the
new accounting and disciosure rules effective January 1, 1990, resulting in an increase in net income of
$390,000 and $291,000 in the years ended December 31, 1991 and 1982, respectively, from what
wouid have been reported under the previous method.

The provision (benefit) for income taxes consists of the following (in thousands):

Thres Monthe
Endod Years Ended Six Months Ended
December 31, ___December3i, _June 30,
19% 1901 192 1002 1983
{unaudited)
Current
Federal...............covivveennn. $300 $ (392) $ (858) $(884) $(180)
State ... i 68 (42) 275 109 50
3688 (434) (583) (778) (130)
Deferrad
Federal ..................ccoovutt. (64) (988) (573) (49) (600)
State ...t (16) (158) (33) (13) (150)

() (1,148) (608) __(62)
200 1500 5089 E3D

&k
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The following is a reconciliation of the statutory federal income taxes to the recorded provision
(benefit) (in thousands):

Three Months
Ended Years Ended Six Months Ended
December 31, Dscember 31, June 30,
1880 1991 182 1992 1993
(unaudited)
Statutory federal income taxes .......... $252 $(2,122) $(2,203) $(1551) $(2,158)
Adjustments —
State income taxes, net of federal effect . 34 (119) 160 63 (254)
Goodwill amortization ................ g5 430 484 243 235
Nontaxable gain on life insurance pro-
CeeAS ..., - - - - (337)
Portion of tax loss carryforward gener-
ated recorded as a valuation allowance - - - - 1,800
other ...t (93) 231 370 408 (166)
Provision (penefit) for income taxes .. .. $288 $(1,580) $(1,189) $ (837) $ (880)

During the six months ended June 30, 1983, the Company generated taxable iosses of approxi-
mately $7,300,000, resulting in a deferred tax asset of $2,793,000. The total deferred tax asset as of
June 30, 1993 of $2,400,000 required an additional vaiuation aliowance of $1,800,000—the amount by
which the net deferred tax asset exceeded the deferred tax liabiiity.

Temporary differences between the financial reporting carrying amounts and the tax basis of as-
sets and liabilities give rise to deferred taxes. The principal sources of temporary differences and their
effects on the provision (benefit) for deferred income taxes are as foliows (in thousands):

Thres Maonths
Ended Years Ended Six Months Ended
December 31, Oecember 31, June 30,
19% i 1992 1902 1993
(uneudited)
Program contract amortization and net re-
alizable value adjustments ............ $(163) $ (644) $(853). $(405) $ 328
Depreciation and amortization............ 66 169 (220) (117) (210)
Baddebtreserves...................... (24) 14 (37) (18) (20)
Tax credit carryforwards generated ....... - - (450) - -
Loss carryforward for tax purposes ...... - - - - (2,793)
Capital lease accounting ................ 21 66 100 49 60
Deferred gain recognition................ @n 34 34 17 15
Deferred commission recognition ........ - (280) a9 44 -
Other ...t 47 (515) 731 368 70
Increase in valuation reserve ........ .... — - - — 1,800

$ (80 $(1,1%6) $(608) $ (62 $ (750

P e ——————
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Total deferred tax assets and deferred tax liabilities as of December 31, 1991 and 1992, and June
30, 1993, and the sources of the difference between financial accounting and tax bases of the
Company's assets and liabilities which give rise to the deferred tax assets and deferred tax liabilities
and the tax effects of each are as follows (in thousands):

Oscember 31, June 30,
1991 1982 1993
Deferred Tax Assets:

Tax creditcarryforwards . . .............. . e $ - $ 450 $ 450
Loss carryforward for tax purposes ........................ - - 2,793
ACCOUNtS TECRIVADIE ... .. ittt ittt ranans 152 189 208
Deferred COMMISSIONS . ........ciiiiiiietiiiiiianinnnns 415 326 282
Program contracts .............c..o i, 1,187 2,041 1,325
O her .. e e 646 394 186
Valuation allowanCe ... e {600) (600) (2,400)

$1,800 $2,800 $2,844

Deferred Tax Liabilities:

FCC licaNS® ... ..ot e e e i $1.557 $1,493 $1,461
Property and 8quipment .............. ..o iiianniaieen., 1,380 1,138 960
Capital lease accounting ............coviiiiiiinenrnenennn 185 254 315
Other ............ S e 64 665 108

$3,156 $3,550  $2.844

8. RELATED PARTY TRANSACTIONS:

Certain of the Companies have entered into sale-leaseback transactions in which they sold certain
facilities to Cunningham Communications, inc. (Cunningham), a corporation owned by various SBG
stockholders, and then leased the facliities under noncancelable capital leases which expire in 1997
and 1998. These assets coliateralize certain Cunningham notes payable. Aggregate rental payments
reiated to these capital ieases during the three months snded December 31, 1990, the years ended
December 31, 1991 and 1992, and the six months ended June 30, 1992 and 1993, were $168,000,
$285,000, $354,000, $173,000 and $182,000, respectively.

In August 1991, WBFF entered into a ten year capital lease at approximately $300,000 per year for
a new administrative and studio facility with Keyser, a corporation owned by the SBG stockholders.

Effective August 30, 1991, SBG sold substantially all of the assets of CRI which were primarily
represented by the Pittsburgh television station, WPTT. The majority of the sales price was financed
through a term note of $8,000,000 and a $1,000,000 subordinated convertible debenture to CRI. The
debenture is convertible for up to 80% of the nonvoting capital stock of WPTT, subject to FCC approval.
The term note is secured by ali of the assets and outstanding stock of the newly incorporated station.
The gain of $5,233,000, net of the investment in WPTT at the sale date, was deferred until the
realizability of the related notes was determined to be probable. Related to the sale of WPTT, CRI has
entered into lease agreements whereby the new owner of WPTT rents usage of the tower and the
station building owned by CRI.

in March 1983, CRI assigned the rights to the $8,000,000 term note received from the sale of
WPTT, plus accrued interest, to.the former majority stockhoiders of SBG in exchange for $50,000 in
cash and a note for $8,559,000. The new note bears interest at 7.21% and requires interest only
payments through September 2001. Monthly principal payments of $108,000 plus interest are payable
beginning November 2001 until September 2008, at which time the remaining principal balance pius
accrued interest, if any, is due. The deferred gain of 34,486,000 related to the $8,000,000 note was
recognized in 1992 as the realizability from the former stockhoiders (to whom SBQ owed $13,117,000
as of December 31, 1992) was determined to be probabie. This amount was recognized as additional
paid-in capital due to the related party nature of the transaction.
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During 1992, the $1,000,000 subordinated convertible debenture received from the sale of WPTT
was assigned to SBG’s current stockholders in exchange for $100,000 in cash and a $900,000 note
which bears interest at 7.9%. As the remaining note is due from current stockholders, the portion of the
gain related to the original $1,000,000 debenture is being recognized as a capital contribution as cash
is received. For the year ended December 31, 1992, and the six months ended June 30, 1993, $90,000
and $25,000, respectively, were recognized as additional paid-in capital.

In conjunction with the WPTT transaction, on August 30, 1991, CRI purchased substantially all of
the assets of another Pittsburgh television station, WPGH. The resuits of operations of WPTT through
August 30, 1991 and the resuits of operations of WPGH from August 30, 1991 through December 31,
1992 are included in the accompanying consolidated financial statements. CRI paid $5§5,000,000 for
WPGH which included approximately $11,658,000 for property and programming costs and $9,863,000
of acquired intangibie broadcasting assets. A deferred tax liability and corresponding additional good-
will of $1,950,000 was aiso recorded due to differences between the book and tax basis of the acquired
assets. The remainder was allocated to other intangible assets based upon an independent appraisal
and is being amortized over periods ranging from 3 to 25 years.

in January 1992, WPGH entered into a management agresment with Keyser Communications, Inc.
(KCI), an affiliated company owned by the stockhoiders of the Company, whereby WPGH pilaces on
WPTT certain of WPGH's excess programming on behalf of KCl. Program contracts deemed to have
no value to WPGH were utilized under this arrangement during 1982 and 1993. Amortized cost and net
book value as of the beginning of the year for these contracts were approximately $1,460,000 and
$1,200,000 in 1992 and $695,000 and $85,000 for the six months ended June 30, 1993, respectively.
in consideration for this programming, WPGHM eamns a 10% commission on ali net revenues generated
for this and other programming plus the promotional use of any unsold inventory on WPTT. Any out-
of-pocket expenses are reimbursed by KCI, although WPGH does pay for commissions earned on the
sales. Commissions and reimbursements, net of commissions paid, of approximately $112,000 in 1982
and $54,000 during the six months ended June 30, 1983, and promotional commercial inventory valued
at approximately $40,000 in 1992 and $17,000 during the six months ended June 30, 1993, were
received under this arrangement.

9. EMPLOYEE BENEFIT PLAN:

The Sinclair Broadcast Group, Inc. 401(k) profit sharing plan and trust (the SBG Pian) covers
eligible employees of each of the Companies. Contributions made to the SBG Plan include an em-
ployee elected salary reduction amount, company matching contributions and a discretionary amount
dstermined sach year by the Board of Directors. The Company's 401(k) expense for the three months
ended December 31, 1990, the years ended December 31, 1891 and 1992, and for the six months
ended June 30, 1982 and 1993, were $11,000, $79,000, $109,000, $55,000 and $69,000, respectively.
There were no discretionary contributions during these periods.

10. CONTINGENCIES AND OTHER COMMITMENTS:

Lawsuits and claims are filed against the Companies from time to time in the ordinary course of
business. These actions are in various preliminary stages, and no judgments or decisions have been
rendered by hearing boards or courts. Management, after reviewing deveiopments to date with legal
counsel, is of the opinion that the outcome of such matters will not have a material adverse effect on
the Companies’ financial position or results of operations.

»
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The Companies have entered into operating leases for certain automotive and office equipment, a
parcel of land and WTTE's broadcasting tower facility under terms ranging from three to ten years. The
rent expense under these leases, as well as certain leases under month-to-month arrangements, for
the three months ended December 31, 1990, the years ended December 31, 1991 and 1992, and the
six months ended June 30, 1992 and 1993, aggregated approximately $258,000, $268,000, $239,000,
$120,000 and $108,000, respectively. Future minimum payments under the leases are as follows (in

thousands}:

1993 L.t $118
1994 ..t 117
1995 ...ttt 21
1996 ...\ttt -

$256

11. TRANSACTIONS WITH FORMER OFFICERS:

In December 1986, the Companies entered into certain not-to-compete agreements with a former
officer in the aggregate amount of $345,000 per year. This agreement ended May 1993,

On January 1, 1988, the Companies issued a note payable to another former officer in the amount
of $4,000,000 in consideration of a stock redemption. This note payable matured and was repaid in
February 1992, along with interest due in arrears for this note.

Also during 1980, the Companies paid $5,979,000 to this former officer in consideration of a stock
redemption and extensions of the existing not-to-compete and consulting agreements through 1993. As
this transaction was a final redemption related t0 a step acquisition which began in 1986, this redemp-
tion was also accounted for under the purchase method of accounting. As such, the agreement resulted
in additional recorded acquired intangible broadcasting assets of $1,242,000 and other assets of
$4,800,000 in the Companies' 1990 financial statements.

On January 1, 1988, the former officer also loaned the Companies $363,000, through a term
promissory note. This note also matured February 1992. Interest on these notes accrued at 5.5% per
annum to be paid annually. Additional interest of 10.5% per annum, on the unpaid principal balance,
was paid at maturity along with the entire principal portion.

Additionally, the Companies entered into various consulting and not-to-compete agreements with
this former officer and a related consuiting company. Under these agreements, annual consuiting fees,
which were guaranteed by CRi and WBFF, of $583,000 and aggregate not-to-compete payments total-
ing $2,657,000 were payable through 1991. Payments under these agreements were $2,157,000 and
$2,512,000 during 1991 and 1982, respectively, with the final payment made in February 1992

The expense under these agreements is being recorded on a straight-line basis over the life of the
agreements and is recorded in the Companies’ consolidated statement of operations within the respec-
tive expense classifications to which they relate. Expenses recorded in excess of cash payments are
recorded as accrued liabilities. Expenses recorded under these agreements were $2,525,000 in 1991
and 1992. ' :

12. LIFE INSURANCE PROCEEDS:

in May 1993, the Company recesived life insurance proceeds in excess of the carrying value of the
related policies of approximately $844,000. This nontaxable gain has been recorded as other income.
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13. ACQUISITION OF WPGH:

The unaudited pro forma summary consolidated results of operations for the three months ended
December 31, 1980, and the year ended December 31, 1991, assuming the acquisition of WPGH and
the sate of WPTT had occurred on October 1, 1990, is as follows (in thousands):

1990 1991
{Unaudited)

Revenues, Net . ...........covvineennnninnness $15,066 $56,547
Operating expenses, net of depraciation and am-

ortization ........ ...l e 8,168 30,168

Depreciation and amortization ................ 5,726 23,327

Otherexpenses, net......................... 3,338 14,311

Benefit for income taxes ..................... (800) (3,300

NetlOSS. ..o . $(1,366 $ (7,989

14. SUBSEQUENT EVENTS:

Acquisitions

Subsequent to June 30, 1993, the Company entered into an agreement with ABRY Communica-
tions, Inc. (ABRY) to purchase two of their stations for an aggregate purchase price of approximately
$60 mitlion, plus approximately $56 million for covenants not-to-compete in these and the Company's
current markets. These two stations, both of which are Fox affiiiates, are WCGV in Milwaukee, Wiscon-
sin, and WTTO in Birmingham, Alabama.

The Company has aiso entered into agreements to purchase the program contracts and certain
other assets of television station WNUV in Baltimore, Maryland, and WVTV in Milwaukee, Wisconsin.
These agreements are for an aggregate purchase price of approximately $65 million. The Company will
not be acquiring the FCC license and certain other reiated assets of either station.

A standby letter of credit has been issued in the amount of $6,250,000 and placed with an escrow
agent to hold for the ABRY acquisitions. Restrictions against the Company's revolving line of credit in
that amount are in place as long as the letter of credit remains open. The execution of the letter of credit
is limited to specific breaches of the agreements.

Bonuses Declared

In September 1983, the Company declared special bonuses to be paid to executive officers totai-
ing $10,000,000. As the bonuses were compensation for various past services, the total amount has
been recorded as compensation expense during the six months ended June 30, 1993 and has been
accrued as of June 30, 1993.
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SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED BALANCE SHEET
AS OF SEPTEMBER 30, 1993
(in thousands)

ASSETS
CURRENT ASSETS:
Cash and Cash eqUIVAIBNIS .. ...ttt ettt et renan e, $ 2,428
Accounts receivable, net of allowance for doubtful accounts of 575 .............. 13,979
Refundable INCOM@ 1aX@S . ... ...ttt ittt ittt atreraeenannnnasras 1,837
Current portion of program contract costs ............coviiiiiiiiniiiiereenen., 6,056
Deferred Damter COStS ....... ... ...t i i et i e 688
Prepaid expenses and other current assets ..................ciivervrinennnnns 953
Deferred tax @888t . . ... ... ... . . i e e e e 450
Total CUIMeNt A8SBES . ... ... ciotiirttiir ittt iitte e 26,091
PROPERTY AND EQUIPMENT, net .................... e e 12,754
PROGRAM CONTRACT COSTS, noncummrent . ............coveeeiereennninennnn, 5,144
LOANS TO OFFICERS AND AFFILIATES, net of deferred gain of $620 in 1993 ..... 12,934
OTHER AS ST S ...ttt it ettt ittt et enreeaanareeaenes 4,343
ACQUIRED INTANGIBLE BROADCASTING ASSETS, net ................cvuvenn, 63,492
Total Assets ...................... et e ieia e, $124,758
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
ACCOUNTS PRYBDI® . ..........citiirientetnieanrraneeaerossnesnesnneanennens $ 1284
Accrued liabiliti®s .. ..............cc it i i i i ettt 3,684
Current portion of long-term liabilities —
Notes payable and commercial bank financing ..............coceiieeriienns. 10,874
Capital leases paYaDI® .............. ... it iitiiiiiaiairaaaane, 756
Notes and capital leases payable to affiliates ........................ .o int 621
Programcontracts payable ............... .. ... . i it IR 12,526
Defarrad Danter revenUeS ............ ... . ittt it ittt e 713
Total current [@DII@S .. ......... ... .. iiiiiiiiiitirrreranareernnnsas 30,458
LONG-TERM OBLIGATIONS:
Notes payable and commercial bank financing ..............cccvieriiineniinnn. 71,063
Capital isases payabI® ......... ... ... ... .. it e 1,246
Notes and capital leases payable to affiliates ....................ccoiiiiiinens, 18,437
Programcontracts payable . ....... ... ... . . ... i 8,734
Deferred taxes payabI® ............. ... ..ottt iiiiiiarrerteeer i, 1,219
Deferred gaing ........ ...t i i i i e e 280
131,437
COMMITMENTS AND CONTINGENCIES (Note 3)
STOCKHOLDERS' EQUITY
Common stock, $.01 par value, 25,000,000 shares authorized and 691,980 shares
iSSUBd ANC OULBIBNAING ...............0iiiiitiiiiiitreetsenerisnsncoaannns 7
Additional paid-in CRPHREI . ....... ... ... e 4,746
Accumulated deficit ......... ot ettt n e (11,432)
Total stockholders’ equity ............. ... ... iiiiiiiiiiiirenirsnranenss (6,679)
Total Liabilities and Stockholders' Equity ................cciiiiiniviinnene, g124!758

The accompanying notes are an integral part of this unaudited consotidated baiance sheet.
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SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1992 AND 1993

(in thousands)

REVENUES:
Advertising revenues, net of agency commissions of $6,801
AN 87,785 . i e e e e e
Revenues realized from barter arrangements ...............

Net broadcastrevenues ..................c.coonvviviinnes

OPERATING EXPENSES:
Program and production .............. ..o,

Selling, general and administrative ................... P

Amortization of program contract costs and net realizable value
adiuUStments .. ... .. ... i it
Depreciation and amortization of property and equipment . ...
Amortization of acquired intangible broadcasting assets and
otherassets .............. e e i
Special bonuses paid to executive officers .................

Broadcast operatingincome .............. .. .. ..o il

OTHER INCOME (EXPENSE):
INterest @XpeNSe . .............c.cciiiiiniiiiirennntaaionan
Interest iNCOME® ... .. ... .. it i i e
Other iNCOME® .. ... .. i i ittt aanan

LOSS BEFORE BENEFIT FOR INCOME TAXES .............
BENEFIT FOR INCOME TAXES ..........vvviiiiiiiiinnen
NET LOSS BEFORE EXTRAORDINARY ITEM ...............

EXTRAORDINARY ITEM — GAIN ON PURCHASE OF
WARRANTS ... i i

NETLOSS .. i e e e e

1992

$40,441
5,129

45,570

12,179
8,377

11,841
2,003

1993

(7]

N =
© [
o 1;n
NN

The accompanying notes are an integral part of these unaudited consolidated statements.
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SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1993
(in thousands)

Additionat Total
Common Paid-in Accumuiated Stockhoiders’
Stock Capital Deficit Equity
BALANCE, December 31, 1992..... $7 $4,708 $ (8,480) $(3,765)
Realization of deferred gain. ...... - 38 - 38
Netloss ............oeovvininnn, - - (2,952) (2,952)
BALANCE, September 30, 1993 .... $7 746 $(11,432) $(6.679)

The accompanying notes are an integral part of this unaudited consolidated statement.



SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 1992 AND 1993

(in thousands)

1992 1993
CASH FLOWS FROM OPERATING ACTIVITIES:
T3 o -1 J $ (6,094) $ (2,952)
Adjustments to reconcile net loss to net cash flows from operating

activities —

Depreciation and amortization of property and equipment ....... 2,003 1,879

Amortization of acquired intangible broadcasting assets and other

BSBOLS. ... ...t re e ia et 9,634 8,422

Amortization of program contract costs and net realizable value

adjUSIMBMS . ... ... e e . 11,841 6,999

Gainon life insurance proceeds ...............ccoeveriienn.. - (844)

Amortization of debt discount ............... ... oo, 1,375 1,546

Realization of deferred gain. . ................covviiiiannns (79) (73)

Gain on purchase of warrants. . .....................o0vvnle - (1,257)

Gainonsaleofassets ....................c...iiiiiiiiiniina - (6)
Changes in assets and liabilities —

Decrease in accounts receivable, net ........................ 482 3,492

{(Increase) decrease in refundable incometax ................. (822) 263

Decrease in prepaid expenses and other assets ............... 1,367 524

Decrease in accounts payabie and accrued liabilities ........... (7,519) (938)

Decrease in income taxespayable ........................... (320) (186)

Decrease in deferred taxespayable .......................... (1,510) (881)

(Increase) decrease in deferredtax asset ..................... (300) 700

Net effect of increase in deferred barter revenues and change in

deferredbarter costs ...................ccviiiiniirnnnnens (240) (23)

Payments on program contracts payable ..................... (7,501) (6,350)

NET CASH FLOWS FROM OPERATING ACTVITIES ............. 2,317 10,515
CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of property and equipment ................... .. ... (268) (255)
Proceeds from life insurance benefits . . ......................... - 1,075
loanstoofficersand affliiates ............................ ..., (732) (175)
Repayment of loans to officers and affiliates .................... 101 728
Proceeds from disposalof assets .......................000euis - 398
NET CASH FLOWS FROM INVESTING ACTIVITIES .............. (899) 1,771
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from notes payable and commercial bank financing ..... 8,036 25,000
PUrchase of WaImaMS . .............iiiiiiirternrinnnernneanans - (10,350)
Repayments of notes payable, commercial bank financing and cap-

Mal IOMBOB ............c00ciiiiiii it et (9,926) (25,849)
Payments for deferred financing costs ..................cc0uuen - (283)
Repayments of notes and capital leases to affiliates ............. : (185) (199)

NET CASH FLOWS FROM FINANCING ACTIVITIES .............. (2,045) (11,681
INCREASE (DECREASE) INCASH .............cciiiiiiiennnees (627) 605
CASH, BEGINNINGOFPERIOD ..............ccciiiiiinennnnnes 1,381 1,823
CASH,ENDOFPERIOD .........c.oiviiiiiiiiiieniirennrannnss $ 754 $ 2428
SUPPLEMENTAL DISCLOSURE OF CASH PAID FOR:
OOt ... . it i e $10!092 6,525
INCOMO tAXES .. .......oviinietennnreareennreeriaennnsonssnnnas §==4_§9__ $ 500

The accompanying notes are an integral part of these unaudited consolidated statements.
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SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
SEPTEMBER 30, 1992 AND 1993

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Basis of Presentation

The accompanying unaudited consolidated financial statements, prepared on the accrual basis of
accounting, include the accounts of Sinclair Broadcast Group, inc. (SBG), Commercial Radio Institute,
inc. (CRI), Chesapeake Television, inc. (WBFF), WPGH, inc. (WPGH) and WTTE Channel 28, Inc.
(WTTE) and all other subsidiaries. Through August 1983, CRI was a wholly-owned subsidiary of SBG,
and WBFF, WPGH and WTTE were wholly-owned subsidiaries of CRI. In September 1993, CRI was
merged into SBG. The companies mentioned above, which are collectively referred to hereafter as “the
Company or Companies”, own and operate television stations in Baltimore, Maryland; Pittsburgh,
Pennsyivania; and Columbus, Ohio.

Interim Financial Staterments

The consclidated financial statements for the nine months ended September 30, 1992 and 1993
are unaudited, but in the opinion of management, such financial statements have been presented on
the same basis as the audited consolidated financial statements and inciude all adjustments, consisting
only of normal recurring adjustments necessary for a fair presentation of the financial position and
results of operations for these periods.

These financial statements do not inciude all disclosures normally included with audited consoli-
dated financial statements as permitted under the applicable rules and regulations, and, accordingly,
should be read in conjunction with the notes contained in the consolidated financial statements and
notes thereto as of December 31, 1990, 1991 and 1982, June 30, 1992 (unaudited) and 1993.

Programming

The Companies have agreements with distributors for the rights to television programming over
contract periods which generally run from one to seven years. Contract payments are made in install-
ments over terms that are generally shorter than the contract period. Each contract is recorded as a
liability when the license period begins and the program is available for its first showing. The portion of
the program contracts payable due within one year is reflected as a current liabiilty in the accompany-
ing consolidated financial statements.

The rights to program materials are reflected in the accompanying consolidated balance sheets at
the lower of unamortized cost or estimated net reaiizable vaiue. Estimated net realizable vaiues are
based upon management's axpectation of future advertising revenuses to be generated by the program.

Due to programming commitments entered into in 1982, certain program contracts acquired in
connection with the acquisition of WPGH were subsequently determined to have no vaiue to the Com-
panies. Approximately $2,500,000 of charges were included in amortization of program contract costs
and net realizable value adjustments during the nine months ended September 30, 1992 reiated to
these contracts.

2. RELATED PARTY TRANSACTIONS:

In January 1992, WPGH entered into a management agreement with Keyser Communications, inc.
(KCi), an affiliated company owned by the stockhoiders of the Company, whersby WPGH piaces on
WPTT, another teievision station in Pittsburgh formerly owned by the Company, certain of WPGH's
excess programming on behalf of KCI. Program contracts deemed to have no value to WPGH were
utilized under this arrangement during 1992 and 1983. Amortized cost and net book value as of the
beginning of the year, or the contract purchase date (for current period additions), for these contracts
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were approximately $1,460,000 and $1,200,000 for the nine months ended September 30, 1992 and
$981,000 and $371,000 for the nine months ended September 30, 1993, respectively. In consideration
for this programming, WPGH earns a 10% commission on all net revenues generated for this and other
programming plus the promotional use of any unsold inventory on WPTT. Any out-of-pocket expenses
are reimbursed by KCI, aithough WPGH does pay for commissions earned on the sales. Commissions
and reimbursements, net of commissions paid, of approximately $84,000 and $76,000 during the nine
months ended September 30, 1992 and 1993, respectively, and promotional commercial inventory
valued at approximately $30,000 and $26,000 during the nine months ended September 30, 1892 and
1993, respectively, were received under this arrangement.

In September 1993, the Company enterad into sale-leaseback transactions in which they soid land
and certain facilities to Gerstell Deveiopment Limited Partnership (Gerstell), an entity wholly owned by
the stockhoiders of SBG, and then leased the land and facilities under noncancelable capital leases
which expire in 2000. :

The Company sold this land and a tower in Pittsburgh, Pennsylvania to Gerstell for $100,000 in
cash and a $2,100,000 note which approximated the Company's net recorded historical cost for these
assets. The note is payable interest only in the first year with principal and interest payments of $15,674
beginning November 1984 at an interest rate of 6.18% per annum ending October, 2013. The WPTT
tower facility in Monroeville, PA was aiso soid to Gerstell in September 1993 for $115,000.

The commercial bank has retained its security interest in the facility. In return, SBG is guaranteeing
a $2,000,000 construction loan for Gerstell for use in constructing a new tower in Pennsyivania.

In September 1993 several officers repaid $651,000 of loans which had been made to them by the
Company. These loans had been included in Loans to Officers and Affiliates.

3. CONTINGENCIES AND OTHER COMMITMENTS:

Lawsuits and claims are filed against the Companies from time to time in the ordinary course of
business. These actions are in various preliminary stages, and no judgments or decisions have been
rendered by hearing boards or courts. Management, after reviswing developments to date with legal
counsel, is of the opinion that the outcome of such matters will not have a material adverse effect on
the Companies' financial position or results of operations.

4. ACQUISITIONS:

in August 1993, the Company entered into an agresment with ABRY Communications, Inc. (ABRY)
to purchase two of their stations for an aggregate purchase price of approximately $60 million, plus
approximately $58 milfion for covenants not-to-compete in these and the Company’s current markets.
These two stations, both of which are Fox affiliates, are WCGV in Milwaukee, Wisconsin, and WTTO in
Birmingham, Alabama.

The Company has aiso entered into agreements to purchase the program contracts and certain
other assets of television stations WNUV in Baltimore, Maryiand, and WVTV in Milwaukee, Wisconsin.
These agreements are for an aggregate purchase price of approximately $65 million. The Company will
not be acquiring the FCC license and certain other related assets of either station. The acquisitions are
subject to FCC approval. Scripgs Howard Broadcasting Company has filed a petition to deny the
application to assign the license of WNUV to an affiliate of the Company. Although the Company
believes that the proposed acquisitions do not violate current FCC reguiations, there can be no assur-
ance that FCC consent to the transactions will be obtained.

A standby letter of credit has been issued in the amount of $8,250,000 and placed with an escrow
agent to hold for the ABRY acquisitions. Restrictions against the Company's revolving line of credit in
that amount are in place as long as the letter of credit remains open. The execution of the letter of credit
is {imited to specific breaches of the agreements.
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5. BONUSES DECLARED:

In September 1993, the Company declared and paid special bonuses to executive officers totaling
$10,000,000. As the bonuses were compensation for various past services, the total amount has been
recorded as compensation expense.

6. WARRANT PURCHASE

In September 1993, the Company purchased the remaining warrants outstanding for $9,000,000.
The carrying vaiue of these warrants as of the date of the purchase was $10,059,000. The Company
recognized an extraordinary gain on the purchase of these warrants of $1,059,000.



Report of Independent Accountants

To the Partners of BBM Partners, L.P.

in our opinion, the accompanying financial statements listed in the Index on page F-1 present fairly, in
all material respects, the financial position of BBM Partners, L.P. at December 31, 1992 and 1991, and
the results of its operations and its cash flows for the years then ended in conformity with generally
accepted accounting principles. These financial statements are the responsibility of the Partnership's
management; our responsibility is to express an opinion on these financial statements based on our
audits. We conducted our audits of these statements in accordance with generally accepted auditing
standards which require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaiuating the overall
financial statement presentation. We believe that our audits provide a reasonabie basis for the opinion
expressed above.

Price Waterhouse

Boston, Massachusetts
March 22, 1993
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BBM Partners, L.P.
Balance Sheet

Assets

Current assets:
Cash and cash equivalents .....................
Accounts receivable, less allowance for doubtful ac-
counts of $151 in 1991 and $206 in 1992 ......
Due from related parties ........................
Broadcastrights, net .....................cenut
Prepaid expenses ...............ccovviiieennen
Totalcurrentassets ..................ccvus “
Property and equipment, net ......................
Broadcastrights, net ..................ooiviennn
Goodwill, net ..............ccciiiiiii i,
Other intangible assets, net .......................

Liabilities and Partners’ Capital

Current liabiiities:
Current portion long-termdebt ..................

Accountspayable .....................ciiuiinn

Interestpayable .................c.cciiiiin,
Duetorelatedparties ..........................

Broadcastrights payable .......................
Total current liabilities ......................

Broadcastrights payable .........................
longtermdebt ................. ...,

Partners' capitd ..................ccoiieeiiin,
Commitments and contingencies (Note 8) ..........

December 31,
1991 1902
{in thousands)

$ 386 $ 2,925
5,540 5,276
151 -
8,741 6,641
66 ___109
14,884 14,951
16,835 14,736
9,955 6,631
18,565 18,085
3,397 2,889
$63,636 $57,292
$ - $ 1,500
431 454
1,366 1,693
1,466 a7
672 589
4,464 3,982
8,399 8,599
2,011 2,241
59,201 56,537
(5,975) (10,085)
$63,636 $57,292

The accompanying notes are an integral part of these financial statements.
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